A Tour of the New Redesigned
2008 Form 990

Part lll: Governance, Management, Disclosure,
Summary, Checklist of Required Schedules and
Schedule A

Part Three of a Four Part Mini Course
Produced by IRS

Exempt Organizations

Material provided in this presentation is for educational use only and is not intended to establish
IRS position or practice and may not be relied on or cited as precedent. For more detailed
information, please refer to the "Charities and Non-Profits" section at www.IRS.gov/eo

Voice 1. Welcome to Part Three of our four-part mini course on Form 990 for tax
year 2008. In this part we’ll finish our survey of the core form—specifically:
Governance, Management and Disclosure;
The Summary; and
The Checklist of Required Schedules
Then we’ll look at the first required schedule, Schedule A.



-Go to: www.irs.gov/charities/article/0,,id=185561,00.htm|
to download the 2008 Form 990 and instructions.

-The 2009 form and instructions are available at
http://www.irs.gov/charities/article/0,,id=218927,00.html
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Voice 1: You may want to have the 2008 Form 990 in front of you as we go along.

You can download the various parts of the form and their instructions at the address
shown on the slide.



Part VI

Governance, Management, and
Disclosure

« Good governance practices
improve your ability to:
—Comply with the tax laws
—Safeguard your assets
—Accomplish your mission

Voice 2: Let’s begin by looking at Part Six. The questions in Part Six ask for
information about your organization’s governing body, as well as about its
governance, management, and disclosure policies and procedures. These
questions reflect the IRS’s interest in learning more about how tax-exempt
organizations are governed.

An organization with a clearly articulated mission, a knowledgeable and dedicated
governing body and management team, and sound managerial and financial
practices, is more apt to comply with the tax laws, safeguard its assets, and
succeed in its mission.

And while the tax law generally does not mandate particular governance policies or
practices, we believe that the policies and practices we ask about in this Part are
hallmarks of a well-governed organization. We also believe that the absence of such
policies and practices expose a tax-exempt organization to greater risk of abuse
and leave it more vulnerable to those who might use it for their personal benefit or
to engage in nonexempt activities.

Part Six is divided into three sections. The first, Section A, asks questions about
your governing body.



“Governing Body”

» Governing Body = The group or persons
authorized under state law to exercise
ultimate control of the organization

— E.qg., the board of directors of a corporation or
the trustees of a trust

Voice 2: The governing body is the group of persons authorized under state law to
exercise ultimate control of your organization. Generally, the governing body of a

corporation or association is its board of directors. The governing body of a trust is
its trustees.



Section A, Line 1:
Voting Directors and
Independence

Saction A. Governi and Managemant

For each “Yes" response to fines 2-7 below, and for a “No” regponae to lines 8 or b below, describe the
circumatsnces, process, or changsa in Schedie O Ses natructiona,

1a Emter the number of voting members ofthe goveming body . . . . . . . . . ia

b Emter the number of voting members that am independernt . , . . . . . . .

Voice 1: Line 1 asks about the size and independence of the governing body. The
size of the governing body should be adequate to serve the needs of your
organization. A board that is too small may lack the skills or resources to govern
effectively. One that is too large may be unwieldy or inefficient.

Regardless of size, a governing body generally should mainly consist of
independent members and not be dominated by family, relatives, or business
partners. Independence among board members is important because it increases
the likelihood that decisions will be made in the best interests of the organization
and the community it serves. Independence also reduces the chances for insider
transactions that could result in impermissible private benefit.



“Independent”

« A member of the governing body is
independent if:

— Not compensated as an officer or employee of
the filing organization or a related organization;

— Not compensated > $10,000 for services
provided to filing organization or related
organization as an independent contractor; and

— Not involved in a transaction with the
organization (or a related organization)
reportable on Schedule L, e.g., loan, grant,
business transaction, etc.

Voice 1: Line 1b asks how many voting members of the governing body are
independent. Don’t count a member as independent unless all three of the following
conditions applied at all times during the tax year:
-First, the member was not compensated as an officer or employee of your
organization or a related organization;
-Second Second, the member did not receive compensation or other payments of more than
$10,000 from your organization or related organizations for services provided as an
independent contractor
When determining the amount of compensation received, don’t include
reimbursement of expenses or reasonable compensation for services
provided as a member of the governing body;
-Third, neither the member nor anyone in his or her family was involved in a
transaction with the organization that should be reported on Schedule L such as an
excess benefit transaction, a loan, a grant, or a business transaction

Voice 2: Line 2 asks whether there are any family or business relationships
between officers, directors, trustees, or key employees of the organization. If there
are, you should explain those relationships on Schedule O. It’s sufficient to identify
the people involved and simply state “family relationship” or “business relationship.”



“Business Relationship”

» Two people are considered to have a
business relationship if they transact
business in a contract of sale, lease,
license, loan, or performance of services
that involves transfers > $10,000 during
the tax year and that is not in the ordinary
course of either party’s business and on
terms available to the pubilic.

Voice 2: Two people have a business relationship when, for example they transact
business, directly or indirectly, in a contract of sale, lease, license, loan, or
performance of services during the tax year. In addition, the transaction must
involve the transfer of cash or property having a value greater than $10,000 and is
not in the ordinary course of either party’s business and on the same terms as
offered to the public.

A privileged relationship, on the other hand—such as that between an attorney and
client, a doctor and patient, or a clergyman and penitent—is not considered a
business relationship.



“Reasonable Effort”

» For purposes of questions 1b and 2, make
a reasonable effort to gather the
information needed to determine whether
board members are independent and
whether officers, directors, or key
employees have family or business
relationships

— E.g., use an annual questionnaire to solicit
relevant information from each person
concerned

Voice 2: To determine your governing body’s independence, you should make a
reasonable effort to obtain the necessary information from them. Likewise, you
should make a reasonable effort to obtain necessary information from your officers,
directors, trustees and key employees to determine if there are any family or
business relationships between them.

For example, you might send each a questionnaire annually soliciting the pertinent
information. You may rely on the information they disclose to you when answering
the questions on lines 1 and 2.



“Material Diversion”

 Diversion = unauthorized conversion (including
embezzlement, or theft) or use of assets for
unauthorized purposes

« Material = gross dollar amount diverted exceeds
— $250,000
or if less,
— 5% of the lesser of
 Gross receipts for the tax year
or
» Total assets at end of tax year

Voice 1: A diversion of organizational assets saps strength from the organization
and hampers its ability to conduct program services and fulfill its mission.

Line 5 asks whether during the tax year the organization became aware of any
material diversion of its assets regardless of when the diversion occurred. If the
answer is “Yes,” you should explain the situation in Schedule O. Include the nature
of the diversion, the monetary amounts or property diverted, and the corrective
actions taken.

A diversion of assets is any unauthorized conversion of the assets (including
embezzlement or theft) or unauthorized use of assets. A diversion is considered
material if:

The gross amount (ignoring recoveries from restitution or
insurance) exceeds $250,000, or if less,

Five percent of the lesser of gross receipts for the tax year or
total assets as of the end of the tax year.



Review of Form 990

* Line 10: Answer “Yes” if the completed
Form 990 was provided to each voting
member of the governing body before it
was filed (line 11 for tax years 2009 +later)

» Schedule O: Describe the process used to
review Form 990, e.g. —

— Who conducted the review
— When (e.g., before or after it was filed)
— To what extent it was reviewed

— Or state “No review was or will be conducted”
10

Voice 1: Since Form 990 is one of the chief vehicles by which the IRS and the
public learn about a tax-exempt organization and its activities, it's a good idea for
the organization’s governing body to acquaint itself with their Form 990.

Your answer to line 10 tells us whether a copy of Form 990 was provided to each
voting member of the governing body before the form was filed. Use Schedule O to
describe the process the organization’s officers, directors, or management used to
review the completed Form 990. If no review was or will be conducted, you should
say so.

10



Part VI, Section B
Management Policies

» Does the organization have written
policies covering...
— Executive Compensation?
— Conflicts of interest?
— Investments in joint ventures?
— Document retention and destruction?
— Whistleblowers?

1"

Voice 2: The questions in the Section B of Part Six ask whether the organization
has adopted policies or procedures covering:

Executive compensation,

Conflicts of interest,

Investments in joint ventures,
Fundraising,

Document retention and destruction, and
Whistleblower claims

The organization’s directors have a duty to act in the best interests of the
organization rather than in their personal interests and, in particular, to avoid
conflicts of interest that are detrimental to the organization.

11



“Conflict of Interest”

A conflict of interest arises when a person in
a position of authority over an organization
(such as an officer, director, or manager)
might benefit financially from a decision he
or she could make while acting in such
capacity, including indirect benefits such
as to family members or businesses with
which the person is closely associated

12

Voice 2: A conflict of interest arises when a person in a position of authority, such
as an officer, director, or manager, could benefit financially (whether directly or
indirectly through family or business relationships) from a decision he or she makes
while acting in an official capacity.

To minimize the chance that a conflict of interest will cause it harm, a tax-exempt
organization should adopt a conflict of interest policy.

12



Conflict of Interest Policy

A conflict of interest policy typically ...
— Defines “conflict of interest”
— ldentifies the classes of individuals covered
by the policy
— Facilitates disclosure of information that might
help identify conflicts of interest

— Specifies procedures for managing a conflict
of interest

13

Voice 2: Typically, a conflict of interest policy:
Defines the circumstances that constitute a conflict of interest,
Identifies the classes of individuals covered by the policy,

Facilitates disclosure of information that might reveal actual or
potential conflicts of interest, and

Specifies procedures for dealing with a conflict of interest once it
arises

Line 12a asks whether the organization had a conflict of interest policy in effect at
the end of its tax year.

13



Enforcing the Conflicts Policy

* In Schedule O, explain ...
— Who is covered under the policy?
— Who determines whether a conflict exists?

— Once a conflict is identified, who monitors or
reviews it?

— What restrictions are placed on persons
determined to have a conflict?

14

Voice 2: If the answer to line 12a is “Yes,” line 12c asks whether the policy is
regularly and consistently monitored and enforced. On Schedule O, describe how
you accomplish this monitoring and enforcing, including:

Who determines if a conflict exists

Who monitors or reviews the situation to ensure that the conflict
does not harm the organization

If there are safeguards to prevent someone from deliberating or
voting on transactions in which they have a conflict of interest

14



Annual Disclosure of Interests

Line 12b: Are the organization’s officers,
directors, trustees and key employees
required to disclose or update annually (or
more frequently) their interests that could
give rise to conflicts of interest? Examples
include a list of family members, substantial
business or investment holdings, and other
transactions or affiliations with businesses
and other organizations and those of family
members? 1

Voice 1: To help identify potential conflicts of interest, the organization should ask
its officers, directors and key employees to disclose any financial interest that the
individual or a family member has in any business entity that transacts business
with the organization. This disclosure should be made in writing and at least
annually.

Line 12b asks whether the organization requires such disclosures of family and
business interests.

15



Whistleblower Policy

* A whistleblower policy:

— Encourages staff to come forward with
credible information about illegal practices or
violations of adopted policies

— Identifies those staff, board members, or
outside parties to whom such information can
be reported in confidence

— Obligates the organization to protect the
whistleblower from retaliation

16

Voice 1: The organization’s employees are often in the best position to spot a
financial impropriety or misuse of the organization’s resources.

Many tax-exempt organizations adopt whistleblower policies encouraging
employees to report instances of illegal practices, policy violations, or suspected
financial impropriety or misuse of organizational resources. These policies typically
identify confidential reporting procedures including the staff, directors, or outside
parties to whom an employee may report. The policies also obligate the
organization to protect the whistleblower from retaliation.

Line 13 asks whether the organization had a whistleblower policy in place on the
last day of its tax year.

16



Determining Compensation

Establishing a Rebuttable Presumption of
Reasonableness

* The compensation arrangement is approved in
advance by an authorized body (i.e., governing
body or compensation committee), none of whose
members have a conflict of interest in the
arrangement

* The authorized body obtains and uses data as to
comparable compensation for similarly qualified
persons in functionally comparable positions at
similarly situated organizations

* The authorized body adequately documents the
basis for its determination at the time it is made

Voice 2: A tax-exempt organization may not pay more than reasonable
compensation for services rendered. To prevent excessive compensation, an
organization should adopt procedures that establish a presumption of
reasonableness.

Compensation payments are presumed to be reasonable if:

The compensation arrangement is approved in advance by a
governing body or compensation committee, none of whose
members has a conflict of interest with respect to the arrangement;

The authorized body obtains and uses comparable compensation
data for similarly qualified persons in functionally comparable positions
at similarly situated organizations; and

The authorized body adequately documents the basis for its
determination at the time it is made.

Line 15 asks whether such procedures were used when determining the
compensation of the organization’s CEO, executive director, or top management
official, other officers and key employees. If so, describe the process in Schedule O.

17



Participation in Joint

Ventures
Does the organization have a policy to
negotiate joint venture agreements to
include terms that safeguard its exempt
status, such as requiring that:
* Exempt purposes be given priority over
investors’ profits

* The venture not engage in activities that
would jeopardize the organization’s exempt
status

« All contracts with the organization be on
arm’s-length terms 18

Voice 1: It is becoming increasingly common for tax-exempt organizations to engage in joint
ventures with commercial entities. Unless carefully structured, such ventures could lead to abuse of
the tax-exempt entity and put its exemption in jeopardy.

Line 16a asks whether your organization invested in or participated in any joint venture with a taxable
entity during its tax year.

When engaging in joint ventures, tax-exempt organizations should adopt policies to negotiate terms
in the joint venture agreement that ensure the arrangement furthers its exempt purposes. The
agreement should also incorporate safeguards that protect the organization’s exempt status.

Those safeguards might require that:

All contracts entered into with the organization be on terms that are arm’s
length or more favorable to the organization, or

The venture gives priority to exempt purposes over maximizing the profits of
the other investors, and

The venture does not engage in activities that might jeopardize the
organization’s exemption.

Line 16b asks whether the organization had such a protective policy in place at the end of its tax year
and whether it had otherwise taken steps to safeguard its exempt status with respect to any joint
venture.

The lines in the third section of Part Six concern disclosure. That is, they ask about the types of
information the organization makes available to the public, as well as how it makes that information
available.

18



Public Inspection

» The organization’s exemption application
(Form 1023 or 1024) and annual
information returns (e.g., Form 990) must
be made available for public inspection at
the organization’s principal, regional, and
district offices

* A Form 990 must be available for 3 years
from the time it is filed

» A section 501(c)(3) organization must
make its Forms 990-T available as well

19

Voice 1: At a minimum, every tax-exempt organization is required to make a copy
of its exemption application, Form 1023 or 1024, and its annual information return,
Form 990, available for public inspection. These forms must be accessible during
normal business hours at the organization’s principal office, as well as at regional or
district offices.

Form 990 must be made available for three years from the date the form is required
to be filed. In addition, section 501(c)(3) organizations must make any unrelated
business income tax return, Form 990-T, filed after August 17, 2006, available for
public inspection for a three-year period.

You can find a detailed explanation of the public inspection requirements in
Appendix D to the Form 990 general instructions. You are encouraged to establish
procedures to ensure that you meet those requirements.

Line 18 asks how your organization makes its exemption application and Forms 990
available to the public. And line 19 asks whether it also makes other types of
information available, such as governing documents and financial statements.

That completes our look at Part Six. Now let’s turn to the front of the form and fill in
the Summary information in Part One.

19



Part |
Summary

LEGM Summary

1 Briefly describs the organization’s miesion o most significant BETRIBE do . .. oo e e e e e e

g

E 2 (Check thia boe [ if the omanization discontinuad e oparatians o dispassd of mors than 25% of its assets,

o | 3 Enter the number of voting members of the govemning body (Part VI, line 1) . . . . . . 3

£| 4 Enter the number of indepandant voting members of the goveming body (Part VI, line 1b) . . 4

ZE 5 Enter the total rumnber of amployees (PartVline 24, . . .« . . .« . o . 0 . . 5

< | & Enter the total Purnber of volurtesrs (sotimate f necessand . o, . . . . . . . . . [

Ta Enter total grose unrelated business revenus from Part VI, line 12, colurnn (3 . . . . . . Ta
_ | b Enter net unreleted business tawable income from Porm @80-T linedd , , , , , ., , | Th
| Frior Year | CLFTRNt Year

20

Voice 2: Part One gives readers a snapshot of key financial, governance, and
operational information. Most of this information is copied directly from parts of the
form we’ve already completed.

On line 1, you can simply repeat your mission statement or you can describe he
organization’s most significant activity for the year, whichever you prefer.

Line 6 asks for the number of people who volunteered their services—whether full
or part-time—to the organization during its tax year. If you haven’t kept precise
figures on volunteers, give a reasonable estimate using a reasonable basis for
determining that estimate. If you want, you can explain in Schedule O how you
arrived at the number of volunteers and describe the types of services or benefits
those volunteers provided.

20



Key Revenue and Expenses
Prior Year vs. Current Year

Prior Year Curment Year

B Contributions and grants Part VI, lins 1h)
8 Program service revenus [Part VI, line 2g)
10 Investment income (Part VIl linee 8, 4, and7d) . . . . . . . . . .
44 Cther revenus [Part VI, linae 5, &d, Be, Be, and 10¢ of coluran (&), and 118)
12 Total revarus—add ines & through 11 must equa Part VI, line 12, colurn (&)
13 Granta and similar amounta paid (Part [, linee 1-3, column &) . . . . .
14 Bensfita paid to or for membera [Part I, line 4, column (&9 . . . . . .
15 Galaries, other companaaticon, employes bansfite Part I¥, linee 5-10, column (A))
16a Profeasional fundraising expenses (Part I, line 11e, column (&), . . . . .
b [Enter arnount from Part I line 25, columniDy — )
17 Cither ewpensss (Part [X, linsa 11d, 11f-24f)

Rz wenus

Exp=necs

18 Total experses—add linea 1317 (muet equal Part [X, line 25, colurmn (4). .
19 Fevenus lees exporgee—line 12 minus net8  , , , , , , ., ., ,

21

Voice 2: Lines 8 through 19 compare current year amounts of select revenue and
expense categories with prior year amounts. Since there was no summary page on
the 2007 Form 990, the 2008 Instructions will tell you which lines of your 2007 Form
990 to use to compute the “prior year” amounts for the 2008 Summary.

When you fill out your 2009 Form 990, you should simply transcribe the “current
year” amounts from the 2008 Summary to the “prior year column” of the 2009
Summary. If this is the first return your organization has filed, or if you filed a Form
990-EZ or Form 990-PF for the previous year, leave the “prior year” column blank.

After completing the summary, you should turn to page 3 and fill out Part Four, the
Checklist of Required Schedules.

21



51 of uire

Ia the organization described In ssction 501(c)(S) or 4847(s(1) (other than & privats foundstionf? If “Ves
Compieta BChEUIB A . L L L L . e u i e e e e e e e e e
la the organization required 1 complets Schedue B, Schedule of Conmibutore®, . . . . . . . . .

1

2
Did ths organizaticn angage in dirsct or indrect political campsign activitiss on behaif of or in opposition ta

candidatea for public offca? If “Yes.” complete Schedule G, Partl . . . . . . . . .. . .. . 8

4

5

mvmm organzations. Did the organizaion sngags in lobbying actiities? If “Ves,” complete Scheduis G,

501@(4}. 501{cks), and 501 (c)§] organizations. |s the onganization subject to the section 6033(e) notice and
reporting requirsment and proxy tex? If “Ves,” compists Scheduls G, Pstll, . . . . . . . . . .
Did the orgerization meintsin any donor schised funds or any account where donors have the right 1
provide advice on the distribution or investment of amounts in such funds or accounts? If “Ves,” complets
Scheduls D, PEItl . . L L . i i a e e e e e e e e e e e s L
7 Dl recaive or hold ion easement, including easements to pressrve open space,
the environment, Historic: land arsss or istoric stuctres? If “Yes,” compiate Schaduls D, Psrtdl, . . .| T
Didl the organization meirtain collactions of works of art, historical treasures, or ther Similer asssts? if “Vas,”
complete Schedule B PEtI. . . . . .. u e e e e e e e e e s 8
Did the crganization provide credit counssling, debt menagsment, credit repein, or dabt negotiation ssrvicss,
report an amount in Part X, line 21, or sarve aa-a custedian for. amaunts rot lised in Pert X7 If “Yea.”
complete Schedle D, PtV . . . a0 i v h e b d e W e e e e e e e e ]
10 Did the organization hokd s=acts n tem, panmanént, or quasi-endowments? If “Yes,” compiete Schedule D, Part¥ |10
11 Did the omanization report an amount in Part X, linea 10, 12, 18, 15, or 257 If “Yea,” complate Scheduls D,
Parts VI, VI, VI, £X, or Xas goplicable ., .0uly wie 0 e wh e m o a e e s k!

12 Did the organizaticnyesaiva e audited finaneial statsrmant for. tha ysar for which it is completing thia rtum
thatwas prepered inaocordance with GAAPT If “Yes,” compiste Sehedide D, Peres XL XIL and Xi Lz

13 I the organization opetsting & chéol s deatibed b sseion 17OBIIIT f Ves,” complete Schecle £ . . [ 18
14a Did the organization meirtain an offics, employese, or agents outside of ha US3. . . . . . . . . 14a
b Didl the organization hewe aggregate rvanuss or axpanses of mors then $10,000 from gmmmurg funckaising,
business, and program senice activities outalds the U.5.7 I “Yes,” complete Scheduis F, Partl . . . . . . 14b

15 Did the arganization report on PartIX, line B, mors than $5,000 of grants or assistance ko any crgarization
or entity located outaide thelinited States? If “Yes,” complete Schedufe F, Partll . . . . . . . . . 15

16 Did tha organization report en Form 890, Part IX, line 8, mors than 5,000 of sggregats grants or assistance
1o individusls located outsids the Unitsd States? If *Yes, " complets Schedule F, Partll . . . . . . . 18

17 Did the organtzation raport mors then §45,000 oo Part B, lins 148? If "¥es,” complets Scheduls G, Part] [ 1T
18 Didths organization raport mors than $15,000 fotal on Part VIl ines 1 end Ba? i "Yas," compleée Schecls G, Part f | 18
19 Did the arganization report mors then $15,000 on Part VIl line 8a? If "Yas,” compiste Scheduls G, Part it | 19
20 Did the arganization cpsrate one of mors hospitals? If “Ves,” compiets Scheduls H . . . . . . . . ?
P

)

& o e e s

@

©

21 Did ths organization report mare then 5,000 on Pert X, line 17 If *Yes,” complets Schectls | Parts land I . .
22 Did the organization report mare then $5,000 on Pert X, line 27 If *Yes,” complets Schectls | Parts land Wl . .
23 Did the erganizetion enswer “Yes" to questions 3, 4, or 5 of Form 000, Part VIl, Section A7 If “Yes,” complete
Sehedfed s v w v 4w e w e a e e e e e e
24a Did the organization have a ta-exsmpt bond issus with an outstanding principsl amount of mors than
§100,000 &8 of the last day of the year, and that was issusd after December 31, 20027 If *Yea,” answer
24b-34d and compiete Schecule K. If “No,” go 1o Uestion 25, \ . 4 v 4 v a4 4 4w e 4w 245

b Did the organization invest any procesds of taw-sxempt bonds beyond & temporary period evception? , , |24b!

& Did the organizstion maintin an sacw BocoUnt sther than & refunding sacrow at any tima during the year
B B 2P 24c

d Did the organization act as an “on behelf of” issuer for bonds outstsnding st any time during the yeer?  [24d
25a 507(6)f3) end S07(c)(4) organimtions. Did the erganization sngage In &n |evoae benefit transaction with &
disqualified peracn during the year? If “Yee.” compiete Schedule L Partl. . . . . . . . . . . . 258

b Did the organization bacoms awars that it had sngagsd in an swcess hensﬁt transaction with a disqualifisd
|person from a prior year? If “Yes," complete Schedwle L Pt . . . . . . . . . .4 .4 . 25b

26 Wes a loan to or by & curent or former officer, diector, trustes, key smployes, highly compsnsated employss, or
disquaified persan outstanding as of the end of the organzation's ta yeer? I “Ves,” complete Schedul L Parth . _ | 26 22

27 Did the organization provide a grant or other assistance 1 an offcer, drector, Tustse, key employes, or
substantial contributor, or to & parson related to such an individusl? if “Ves, * complete Scheduls [, Part I | 2T

Voice 1: Form 990 is accompanied by 16 specialized schedules, but that doesn’t
mean you have to complete all 16. Rather, you need only complete the schedules
that apply to your organization.

The purpose of Part Four is to tell you exactly which schedules you should
complete. Part IV is a checklist because it consists entirely of trigger questions that
call for a simple “Yes” or “No” answer. Each question relates to one of the
schedules or part of a schedule. The questions are triggers because if you answer
“Yes” to a question, it triggers the requirement to fill out the corresponding schedule
or schedule part.

For example, question 13 asks whether your organization operates a school. If you
answer “Yes,” you’re directed to complete Schedule E. If you answer “No,” you don’t
need to complete Schedule E.

The questions are arranged in the order of the schedules, so the question that
determines whether you fill out Schedule A comes first, followed by the question
that relates to Schedule B, and so on.

After answering all the questions in Part Four, look at each line where you
answered “Yes” and complete the corresponding schedule or part of a schedule
indicated in that line.

We'll take a look at one of the schedules, Schedule A, in a minute, but first let's look
at the last remaining part of the core form: Part Two, the Signature Block.

22



Signature Block
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Voice 2: The return is not complete until it is signed by an officer of the
organization. ldeally , it should be signed after all other parts of the form and any
required schedules have been completed.

If the organization is a corporation or association, the return can be signed by its
president, vice president, treasurer, assistant treasurer, chief accounting officer, tax
officer, or any other officer authorized to sign the form. If the organization is a trust,
the return must be signed by a trustee.

Anyone who is paid to prepare the return must sign it in the section designated for
“Paid Preparer’s Use Only.” Persons paid to prepare the return of a section
4947(a)(1) nonexempt charitable trust must enter their EIN, if applicable, and either
their Social Security Number or preparer’s taxpayer identification number (PTIN).
Paid preparers of other types of organizations don’t need to provide these
identifying numbers. Leave the paid preparer’s space blank if the return was
prepared by an employee of the filing organization.

In the last line of the signature block, check the “Yes” if you want to authorize the
IRS to contact the paid preparer should any questions arise while processing the
return. Check “No” if you want the IRS to contact the organization or the principal
officer listed in the form’s heading rather than the paid preparer.

We’ve now covered all the parts of the core Form 990. We'll end this third part of
our Form 990 mini-course by looking at the first schedule, Schedule A. Since only
section 501(c)(3) organizations fill out Schedule A, you needn’t stick around if your
organization is not a section 501(c)(3) organization. You can go straight to the
fourth and final part of the course for a look at some of the other schedules.
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Schedule A
Public Charity Status and Public
Support

* Fill out Schedule A if your organization is
exempt under section 501(c)(3) of the
Internal Revenue Code other than as a
private foundation

— A private foundation should not file Form 990,
it should file Form 990-PF instead
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Voice 1: If your organization is exempt under section 501(c)(3), you must complete
Schedule A unless the organization is classified as private foundation. If your
organization is classified as a private foundation you should not file Form 990 at all,
you should file Form 990-PF instead.

If you’re familiar with earlier versions of schedule A, you’ll notice that the 2008
schedule A is now used only to obtain information about your organization’s public
charity status and public support. Other topics that were once on Schedule A have
been dispersed to the core form or to other schedules.

For example, questions about lobbying are part of Schedule C, questions for private
schools are part of Schedule E, and questions about transfers among related
organizations are part of Schedule R.
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Part |
Reason for Public Charity Status

» Check only ONE box from lines 1-11

« If this return is for one of the organization’s
first 5 tax years, check the box that
corresponds to the public charity status
stated in the organization’s exemption letter
— Not sure? Call Customer Account Services 1-877-829-5500

« If this return is for a later tax year, check the
box that best reflects the organization’s
current public charity status
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Voice 1: In Part |, you should check one—but only one—of the boxes from lines 1
through 11 to indicate why your organization qualified as a public charity in 2008.

If the return is for any of the organization’s first five tax years as a section 501(c)(3)
organization, you should check the box that corresponds to the public charity status
stated in the organization’s exemption letter. If you don’t know that status, you can
find out by calling the Exempt Organizations Customer Account Services toll free at
1-877-829-5500.

If the return is for a tax year after the organization’s first five tax years, check the
box that best reflects your organization’s current public charity status, regardless of
the status shown on the exemption letter. If you have more than one reason for
public charity status, you should still check only one box. If you wish, you may
explain those other reasons in Part Four of Schedule A.
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Parts Il and IlI

Support Schedules for
Publicly-Supported Charities

« If you check box 5, 7, or 8 in Part 1, fill out
Part |l — Support schedule for
organizations described in IRC
170(b)(1)(A)(vi) and 509(a)(1)

» |f you check box 9 in Part 1, fill out Part Il
— Support schedule for organizations
described in IRC 509(a)(2)
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Voice 2: There are two separate support schedules for organizations whose public
charity status is contingent on the level of public support they receive from

contributions or exempt-function income.

The support schedule in Part Two is used to compute the public support of
organizations that are classified or seek to be classified as publicly-supported
charities or community trusts under sections 509(a)(1) and 170(b)(1)(A)(vi). Fill out

this support schedule if you checked box 5, 7, or 8 in Part One.

The support schedule in Part Three is used to compute the public support of
organizations that are classified or seek to be classified as publicly-supported
organizations under section 509(a)(2). Fill out this support schedule if you checked

box 9 in Part One.
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Completing the Support Schedule

« If this return is for one of the organization’s first
five tax years, fill in the public support and total
support columns for the years that the
organization has been in existence

— Do not compute your public support percentage

* If this return is for a later year:

— Fill in the public support and total support columns for
the current year and four preceding years

— Compute your public support percentage (and
investment income percentage, if applicable)
» Use the same accounting method that was used
to prepare core Form 990 (whether cash or
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accrual)

Voice 2: Both support schedules feature a five-year testing period made up of the current and four
preceding tax years. If the organization wasn’t wasn’t recognized as a section 501(c)(3) organization
for the entire five-year period, report amounts only for the years in which it was so recognized.

“New” organizations—those that are filing a return for one of their first five tax years—must submit
the public and total support information requested in lines 1-13 of Part Two or lines 1-14 of Part
Three. However, they should not compute their public support percentage and, in the case of
organizations described in section 509(a)(2), their investment income percentage. All other
organizations filling out a support schedule must compute their support percentage and, if applicable,
investment income percentage.

When completing Part Two, if you don’t meet the 334 percent support test, but claim to meet the 10
percent facts-and-circumstances test, you must explain in Part Four how you meet that test. If you
don’t qualify under either support test in Part Two, you should try to qualify under the support test in
Part Three, and vice versa.

Voice 1: The IRS will be issuing new rules that eliminate the advance ruling process for new section
501(c)(3) organizations classified as publicly-supported charities under section 170(b)(1)(A)(vi) or
509(a)(2). Organizations with an advance ruling that expires after the new rules were issued no
longer need to file Form 8734, Support Schedule for Advance Ruling Period. The support schedules
in Parts Two and Three of Schedule A replace Form 8734.

When completing a support schedule, you should use the same accounting method you used to
prepare the core Form 990, whether cash or accrual. This is a change from earlier versions of
Schedule A which required that all reporting be on the cash method.

If you used the accrual method to prepare your 2008 Form 990, don’t transfer any of the amounts
reported on your 2007 Schedule A to the 2008 Schedule A. Instead, report all amounts on 2008
Schedule A in accordance with the accrual method.
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2008 Form 990

End of Part Il
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Voice 2: And with that, we have come to the end of the third part of our mini course
on Form 990. In the fourth and final part we’ll look at a few more of the schedules,
specifically:

Schedule C, Political campaign and lobbying activities
Schedule F, Statement of activities outside the United States
Schedule G, Fundraising or gaming

Schedule I, Grants and other assistance

Schedule M, Non-cash contributions; and

Schedule R, Related organizations and unrelated partnerships

To continue with the course, return to the Stay Exempt and the EO web-based mini-
course page and select the link to Part Four of the Redesigned Form 990.
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